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Causes for Sickness in the Small Scale Sector

As small-scale units grow under special conditions of
government incentives, markets, their problems are different
from the general problems. In the case of large-scale industries
sickness is due to structural factors like lack of suitable orga-
nisation i.e., mismanagement.37 But for small industry sector,
the situation seems to be different. The helpless educated
unemployed are attracted by the Incentives offered by the govern-
ment to enter it and are thus persuaded to go into industry.
As such, they possess an inherent, inbuilt proneness to sickness.
Sickness in the small-scale sector in such a case is inevitable.

To    substantiate   this   argument   S.V.S. Sharma   gives a

hypothetical case.   "A typical small-scale unit is financed under

the technocrats   scheme to operate   with   borrowed   capital   of

Rs. 2 lakhs.   This unit will have to pay approximately Rs 32,000

towards interest charges, Rs. 30,000   per   annum   towards   the

repayment of the loan instalment and in addition has to yield

a minimum profit of at least Rs. 20,000   for  the   entrepreneur

as his salary.   Thus, to earn a profit   of  Rs.   80,000   the   unit

will have to make a turnover of about Rs. 8 to 10 lakhs which

is about 5 times the invested capital.    According to the Census

of small-scale industries, the gross output/investment   in  fixed

assets ratio works out to 2.5 whereas this hypothetical unit has

to show atleast a gross   output/total   investment   ratio of 5 to

continue its operation.   It is thus obvious that in the   present

system of financing of the small-scale units, there is an inbuilt

disability which leads to sickness".   In the words of Mahender

Singh thousands of educated   entrepreneurs   attracted   by   the

incentive and other promotional programmes, come forward to

set up small-scale industries under   self-employment   schemes.

However, the majority of the   entrepreneurs   who   have set up

these small industries come either from   middle   class   families

or the weaker sections   of the   community.   In their   helpless

condition of search for job opportunities they are being induced

to set up an industry with   meagre or no   financial   resources,

lack of managerial   capacity and   other   technical   know   how
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